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FISCAL IMPACT STATEMENT

LS 6930 NOTE PREPARED: Jan 5, 2003
BILL NUMBER: SB 278 BILL AMENDED:

SUBJECT: Early Intervention Services.

FIRST AUTHOR: Sen. Drozda BILL STATUS: AsIntroduced
FIRST SPONSOR:
FUNDSAFFECTED: X GENERAL IMPACT: State & Local
X DEDICATED

X FEDERAL

Summary of L egislation: Thisbill requires health benefit plansto provide coverage for early intervention
services and to reimburse the First Steps program for the services according to a method specified by the
Secretary of Family and Social Services. Thebill increasestheannual maximumamount of early intervention
services reimbursement from $3,500 to $4,500.

Effective Date: July 1, 2003.

Explanation of State Expenditures. Premiums for state government employee health care may increase.
It isunknown if the state would absorb any additional costs resulting from this bill or pass the costs on to
employeesin the form of higher deductibles, higher premiums, or by limiting other conditions covered.

Explanation of State Revenues: This bill will increase state revenue. The amount of revenue collected
depends upon the percentage of children enrolled in First Steps that have private insurance. The number of
enrolled children with private insurance is currently unknown. For purposes of this analysisit is assumed
that approximately 64% of enrolled children have private insurance (based upon national data collected by
Center for Disease Control in 2002). Given this assumption, the estimated revenue from reimbursement
would be $22.9 M annually.

Background: This bill makes three changesto current law. The bill (1) includes the First Steps program as
a provider eligible for reimbursement under a health benefit plan; (2) requires insurers to include early
intervention servicesin health benefits; and (3) requiresthat a health benefits plan reimburse First Stepsfor
upto $4,500 worth of servicesprovided. Thisisachangefromthe present requirement whereaninsurer shall
voluntarily reimburse First Steps only if the health benefit plan provides coverage for early intervention
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services. It isunknown how many of these children have health insurance from athird party provider. First
Steps did not receive reimbursement from any third party providers last year.

TheFirst Steps program served 18,259 children during FY 2002. The current enrollment is 10,141 children.
The estimated state expenditurefor FY 2003 is approximately $38 M, with total expenditurestotaling $63.7
M (seetable below for more detail). Participants over 200% of thefederal poverty level (FPL) areineligible
for federal reimbursement. Therewere approximately 6,221 children at or under 100% FPL and an additional
4,147 between 101% and 200% FPL served by First Steps over the course of FY 2002. An estimated 43%
of children areinfamilieswith incomesat or above 201% FPL and areineligiblefor federal reimbursement.

Current Funding Sour ce Estimates: SFY 2003.

Category Fund Amount
Federal Early Intervention - Part C $3,117,775
TANF Federal Reimbursement $12,074,825
M edicaid Reimbursement $10,547,478

Federal Subtotal $25,740,078
State Early Intervention $5,590,658
Social Security Block Grant $15,613,192
TANF - Maintenance of Effort $16,735,829
Bank Interest $50,000

State Subtotal $37,989,679
Total $63,729,758

The state is currently in the process of promulgating a rule for sliding scale cost participation fees. The
sliding fee scale will befor participants over 350% of FPL. This scal e establishes a copayment reguirement
for families with incomes above 350% (see table below). For families with third party insurance the
copayment will be counted towards the $4,500 reimbursement. For example a family with 800% FPL in
income would normally be required to pay $1,500 in cost sharing and copayments for treatment annually.
However, if the family has insurance, the insurer would be required to pay $1,500 plus any remaining cost
of services up to an additional $3,000 ($4,500 reimbursement required less $1,500 copay nets $3,000
reimbursable services).
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Current Participation and Proposed Cost Share

Per centage Number of Copay per Max Copay per Max Copay
Poverty Families Treatment Month per Year
<= 350% 8,044 $0 $0 $0
351-450% 951 $5 $25 $300
451-550% 453 $10 $50 $600
551-650% 260 $15 $75 $900
651-750% 146 $20 $100 $1,200
751-850% 56 $25 $125 $1,500
851-1000% 56 $30 $150 $1,800
1001%> 175 $36 $180 $2,160

Total 10,141 $127,425 $1,529,100

Explanation of L ocal Expenditures: Premiumsfor local government employee health care may increase.
Itisunknown if local groupswould absorb any additional costs resulting from thisbill or pass the costs on
to employees in the form of higher deductibles, higher premiums, or by limiting other conditions covered.
Cost sharing of health benefit premiums varies widely by locality.

Explanation of L ocal Revenues:

State Agencies Affected: Family and Socia Services Administration, All.

L ocal Agencies Affected: All.

I nformation Sour ces: Susan Kilty, Deputy Legisative Director, FSSA, 317-232-4451; Center for Disease
Control, National Center for Health Statistics, Early Release of Selected Estimates Based on Data fromthe
First Quarter of 2002 National Health Interview Survey, September 20, 2002.

Fiscal Analyst: Michael Molnar, 317-232-9559
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